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SUBJECT: FMC MALPRACTICE INVESTIGATION IN THE PACIFIC TRADE 

REF: TOKYO 12617 

1 . FOLLOWING IS TEXT OF FEDERAL MARITIME COMMISSION (FMC) 

PRESS RELEASE ON SONY SETTLEMENT ISSUED AUGUST 18: 

QUOTE-KARL E. BAKKE, CHAIRMAN OF THE FEDERAL MARITIME 
COMMISSION (FMC), TODAY ANNOUNCED A $340,000 CIVIL SETTLE- 
MENT WITH SONY CORPORATION (SONY) AND ITS UNITED STATES 
SUBSIDIARY, SONY CORPORATION OF AMERICA (SONAM), WITH 
RESPECT TO CHARGES OF CIVIL VIOLATIONS OF SECTION 16, 

INITIAL PARAGRAPH, OF THE SHIPPING ACT OF 1916 DURING THE 
PERIOD FROM AUGUST 18, 1972 THROUGH SEPTEMBER 29, 1976. 

THE ALLEGED VIOLATIONS INVOLVED THE RECEIPT BY SONY AND 
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SONAM OF REBATES FROM OCEAN CARRIERS IN CONNECTION WITH 
THE SHIPMENT OF TELEVISION AND OTHER ELECTRONIC EQUIPMENT 
FROM JAPAN TO THE UNITED STATES. THE SETTLEMENT AMOUNT WAS 
PAID TODAY UPON THE EXECUTION OF THE SETTLEMENT AGREEMENT. 

IN THE COURSE OF THE COMMISSION'S INVESTIGATION OF 
EXTENSIVE REBATING PRACTICES IN THE U.S. OCEAN TRADES, SONY 
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AND SONAM WERE AMONG A NUMBER OF SHIPPERS CONTACTED. THEY 

AGREED TO COOPERATE AND TO MAKE FULL DISCLOSURES TO THE 
COMMISSION. THEY HAD UNDERTAKEN AN INTENSIVE AUDIT OF 
THEIR OPERATIONS OVERSEAS WHICH THEY DISCLOSED TO THE 
FMC IN DETAIL. 

WHILE BAKKE WAS IN TOKYO LAST WEEK ON OTHER OFFICIAL 
MATTERS, HE DISCUSSED THIS SETTLEMENT WITH REPRESENTATIVES 
OF SONY AND RETURNED TO WASHINGTON WITH THEIR SIGNATURE 
ON THE AGREEMENT. TODAY, BAKKE STATED, "I BELIEVE THIS 
AGREEMENT TO BE FAIR TO THE UNITED STATES AND TO THE 
PARTIES CONCERNED AND I AM PLEASED TO HAVE HAD THE 
OPPORTUNITY TO PERSONALLY BRING IT INTO BEING." 

UNDER THE SHIPPING ACT, ALL COMMON CARRIERS IN THE 
U.S. OCEAN TRADE, WHETHER U.S. OR FOREIGN, MUST FILE WITH 
THE COMMISSION AND PUBLISH A TARIFF SETTING FORTH THEIR 
RATES FOR TRANSPORTING OCEAN CARGO IN THE FOREIGN TRADE 
OF THE UNITED STATES. IT IS A CIVIL VIOLATION OF THE ACT 
FOR A SHIPPER TO ACCEPT FREIGHT RATES FROM OCEAN CARRIERS 
WHICH DEPART FROM THOSE PUBLISHED RATES. 

AS AN INTEGRAL PART OF THIS SETTLEMENT, IN ADDITION 
TO THE MONETARY PAYMENT, SONY AND SONAM HAVE AGREED TO 
MAINTAIN AND MAKE AVAILABLE TO THE COMMISSION THROUGH 
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AUGUST 31, 1980, ALL DOCUMENTS AND AUDIT TABULATIONS PER- 
TAINING TO THE CIVIL VIOLATIONS WITH WHICH THEY WERE 
CHARGED AND TO INSTITUTE NEW PROCEDURES AND PERIODIC 
AUDITS TO SAFEGUARD AGAINST RECURRENCE OF SUCH ALLEGED 
VIOLATIONS BY THEIR AGENTS AND REPRESENTATIVES. UPON 
REQUEST OF THE FMC, SPECIFIED DOCUMENTS WILL BE RE- 
TAINED UNTIL AUGUST 31, 1982. SONY AND SONAM WILL FILE 
SEMI ANNUAL COMPLIANCE REPORTS WITH THE COMMISSION RE- 
GARDING THESE UNDERTAKINGS. 

THIS SETTLEMENT IS A PART OF THE COMMISSION'S DRIVE TO 
END REBATING IN THE OCEAN TRADE OF THE UNITED STATES. 
ENFORCEMENT ACTIONS AGAINST OTHER CARRIERS AND 
SHIPPERS, BOTH FOREIGN AND U.S., ARE EXPECTED TO 
FOLLOW SHORTLY. UNQUOTE. 

2. TEXT OF THIS PRESS RELEASE WAS WORKED OUT JOINTLY 
BETWEEN FMC GENERAL COUNSEL AND SONY OFFICIALS, WITH AIM 
OF AVOIDING AROUSING JAPANESE SENSITIVITIES DESCRIBED 
REFTEL OR PUTTING SONY IN AWKWARD POSITION. HOWEVER, IF 
PRESS RELEASE SHOULD STIMULATE ANY INQUIRIES REGARDING 
FMC INVESTIGATION OF REBATING BY JAPANESE SHIPPING 
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LINES, EMBASSY MAY RESPOND THAT FMC HAS NO PLANS NOW TO 
SEND INVESTIGATIVE TEAM TO JAPAN. EMBASSY MAY ALSO WISH 
TO POINT OUT THAT FMC'S REBATING INVESTIGATION IS 

DIRECTED AT ALL U.S. TRADES, NOT JUST U.S.-JAPAN TRADES. 

FYI ONLY. FMC INFORMS US STATUS OF REBATING INVESTIGATION 
AS IT RELATES TO JAPAN IS AS FOLLOWS: FMC BUREAU OF 
ENFORCEMENT HAS SENT LETTERS TO CARRIERS OFFERING THEM 
OPPORTUNITY TO MAKE VOLUNTARY DISCLOSURES. TO DATE, 
THERE HAVE BEEN NO RESPONSES TO THESE LETTERS, AND FMC 
HAS TAKEN NO FOLLOW-UP ACTION. END FYI. 

3. FYI/ST ADIS/LIMDIS . DEPARTMENT AWARE THAT FMC HAS 
BEEN ENGAGED IN DISCUSSIONS WITH JAPANESE MINISTRY OF 
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TRANSPORT OFFICIALS REGARDING REBATING INVESTIGATION AND 
POSSIBLE RESOLUTIONS OF ASPECTS WHICH AFFECT GOJ AND 
JAPANESE SHIPOWNERS. HOWEVER, CHANGE OF ADMINISTRATION 
AT FMC IS IMMINENT, WITH NEW CHAIRMAN, RICHARD DASCHBACK, 
DUE TO BE SWORN IN DURING WEEK OF AUGUST 22. ONCE 
NEW FMC ADMINISTRATION IN PLACE, DEPARTMENT WILL DISCUSS 
JAPANESE ASPECTS OF REBATING INVESTIGATION WITH NEW FMC 
CHAIRMAN, WITH AIM OF SEEING THAT MATTER IS HANDLED IN 
WAYS LEAST LIKELY TO GIVE OFFENSE TO GOJ. END FYI/STADIS/ 
LIMDIS. VANCE 
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